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THE OUTLOOK FOR BUILDING 


T this season requests start coming in for guesses on the building outlook 
A for the coming year. AsIsee the problem, the volume of new building 

next year will depend primarily on three factors: the supply and alloca- 
tion of critical materials; the ease of credit; and the demand for space. Let us 
turn our attention to each of the general subjects in turn, in an effort to bring the 
over-all picture into sharper focus. 


I - The Supply and Allocation of Critical Materials 


During the summer warehouses throughout the United States were crowded with 
a great variety of building materials, many of which were expected to be in short 
supply. I heard of a plumbing contractor a few months ago asking for permission 


to substitute copper for galvanized iron piping on a big job at the same price, as he 
had the copper in his warehouse and was having difficulty getting the galvanized 
iron. This condition ‘as changed. Inventories have gone down and present allo- 
cations of scarce materials for the construction industry are starting to pinch. 
One of the best indexes of the situation is the monthly survey of selected home 
builders made by the National Association of Home Builders. These builders are 
asked to list their own experience in securing materials. In the table below, the 
“critical” classification means holding up construction. “Tight” means within 
thirty days and “available, ” no shortage in the foreseeable future. The table 
shows the dramatic increase in the shortages of copper and steel. 


September 1 October 1 
Criti- Avail- Criti- Avail- 
Material cal Tight able cal Tight able 
Copper flashing 18% 26% 32% 62% 144% 9% 
Copper tubing 26% 29% 33% 53% 22% 18% 
Structural steel 18% 30% 45% 44% 30% 17% 
Reinforced steel 1% 25% 57% 33% 28% 31% 
Electrical wiring & devices 4% 25% 65% 30% 26% 40% 
Galvanized sheet metal (ducts, 
flashing, gutters, etc.) 9% 28% 61% 22% 27% 46% 
Windows - metal 2% 1% 83% 10% 14% 65% 
Steel pipe & fittings 11% 24% 63% 9% 42% 46% 
C.I. sewer pipe & fittings 2% 15% 76% 8% 26% 65% 
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The outlook is rather gloomy for the first six months of next year, particularly 
for copper. There is no chance of a rapid increase in copper production during 
that period and defense needs will remain very high. Unless the war in Korea 
should be settled, there will be a minimum of copper available for construction. 
The long-range outlook for steel is much better, as plant capacity has undergone 
tremendous increases and within a relatively short time sufficient steel should be 
available for at least an average rate of construction. 


II - The Ease of Credit 


Government restrictions on credit were partially effective during a period of 
five or six months when Regulation X was in full force, but the revision of Regu- 
lation X as provided for by Congress will not prove to be too effective in limit- 
ing the expansion of real estate credit. 


I have been an advocate of stricter credit restrictions, not only on real estate 
but throughout our entire economy, as I believe that inflation must be halted. Pub- 
lic debt rose rapidly to a peak in 1945, but today is somewhat lower than it was 
then. Private and corporate debt, however, has increased since 1945 by about 
75% and there is no indication that the rise has stopped. The mortgage debt on 
one- to four-family nonfarm dwellings has increased by approximately 140% 
since 1945, the largest increase of any of the various elements of private debt. © 
Inflation can arise from an increase in private debt as well as from an increase 
in public debt, and it must be stopped if our money is to remain sound and our 
Democracy secure. Economic history definitely proves that those nations which 
have tried to prosper through continued inflation have eventually reached the end 
of the road with a more or less total collapse. 


In calling for a limitation on housing debt increases, the government is not 
consistent when it continues to expand the public housing program. An issue of 
$163 million in tax-exempt bonds for socialized housing has followed closely a 
previous issue of $171 million for the same purpose. As the National Association 
of Real Estate Boards points out, housing that is privately financed for private ~ 
ownership to be fully tax-paying is not as inflationary as the production of so- © 
cialized housing which the government is advocating in larger and larger amounts. 


During 1952 mortgage money will be available to those willing to pay a reason- — 
able down payment and a reasonable rate of interest. The veterans’ rate, although 
too low, will probably not be increased, but I think that there is a strong proba- 
bility that the Veterans Administration will be authorized to devote a portion of 
its insurance reserves to direct government loans on veterans’ housing. I am 
opposed to this direct lending on the part of the government for any purpose, but 
I believe that sufficient heat will be turned on Congress to bring this about. 




















Ill - The Demand for Space 


On April 1, 1940, according to the Federal census, 6.5% of the nonfarm 
dwelling units in the United States were vacant. On April 1, 1950, 7.01% of the 
dwelling units in the nonfarm areas of the United States were vacant. Since 
April 1, 1950, we have added to our nonfarm housing supply in the United States 
a number of dwelling units roughly equivalent to a 5% increase over those stand- 
ing on April 1, 1950. Had there been no increase in the number of nonfarm 
families and no other complicating changes, at the present time we would have a 
12% vacancy on dwelling units in nonfarm areas. This we know, of course, is 
not the case. The increase in nonfarm families has probably been slightly less 
than the increase in nonfarm dwelling units, with the probability that were the 
Federal census made at the present time, the number of vacant units which would 
be unearthed would be considerably greater than the number it found in 1950. 


Many of the vacant units existing at the present time are in higher-cost build- 
ings built in recent years and on which higher rentals have been allowed. It is 
becoming quite difficult to keep these buildings continuously occupied at the rentals 
in the original set-up. Some of these small units renting for $125 per month 
are having a constant turnover, and in some places it has been found necessary to 
cut the rents by from $15 to $35 per month in order to secure constant occupancy. 
In my opinion, there will be constant upward pressure on lower-rent units, but 
a lack of pressure, or softening, on the higher-priced units. It seems to me that 
any adverse changes in our business situation might develop a considerable resi- 
dential vacancy; on the other hand, just so long as we continue to inflate, this va- 
cancy will develop rather slowly. 


The government has suggested that we may build 800, 000 dwelling units in 
1952. At the present time I am inclined to be skeptical, although I will frankly 
admit that I have underestimated the volume of building which we did in 1950 and 
the volume which we are doing in 1951. At the time that I gave my estimates, 
however, I was considered generally as being on the high side rather than the 
low side. During the, initial part of 1952 it seems to me that shortages will hold 
back building, and by the time these shortages are relieved, the boom may be so 
tired that a large increase in construction may be impossible. 














